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Canadian agriculture is a vital part of our national economy. 
Aware of the present difficulties, my government will work in 
close consultation with provincial governments and farm 
organizations to help alleviate personal hardship in our farm 
communities... 


In meeting its commitment to Canadian agriculture, my 
government will spare no effort in seeking to protect the 
interests of Canada’s farming community in the face of unfair 
pricing and subsidy practices conducted beyond our borders. 


Speech from the Throne 
Second Session of the 33rd Parliament 
October 1, 1986 


Dimensions of the Sector 


Agriculture is a $20-billion industry, a major source of employ- 
ment, and a dependable contributor to Canada’s balance of 
payments. It is an important economic force in every region of the 


country: 


e Primary agriculture, the base of the complex agri-food system, 
employs almost 500,000 people and accounts for some 3 per cent 
of Canada’s Gross Domestic Product; regionally the sector can 
be very important, accounting for up to 17 per cent of GDP in 


the case of Saskatchewan. 


e The entire agri-food system employs about 1.4 million people 
and accounts for about 10 per cent of Canada’s Gross Domestic 


Product. 


e Farm inputs are big business. In 1985 Canadian farmers spent 
$1.7 billion on farm machinery, $675 million on pesticides, 


$1.3 billion on farm fuel, and $1.4 billion on fertilizer. 


e The trade balance of agricultural and food products increased 
by almost 50 per cent between 1974 and 1984; by 1984 it 
represented 32.5 per cent of Canada’s trade balance. 


A strong, productive and internationally competitive farm sector 
is a key to Canadians’ high standard of living, supplying the nation 
with food of high quality at reasonable cost. 


CHART ] 
CONTRIBUTION OF AGRI-FOOD SECTOR TO THE CANADIAN ECONOMY 


IN 1985 
EMPLOYMENT (MILLIONS) CONTRIBUTION TO GDP (BILLIONS $) 
FARM FARM oe | 
.5 (4.3%) : ae . $9.5 (2.4%) $26.2 (6.7%) 


ALL OTHER ALL OTHER 
9.8 (86.9%) $356.9 (90.9%) 


Total Agri-Food 1.5M (413.1%) Total Agri-Food $35.8 (9.1%) 


TOTAL TOTAL 
tiv $392.5 


In social terms, agriculture ensures the viability of thousands of 
small communities across Canada. Agriculture contributes 
immeasurably to Canada’s social fabric. 


A Pragmatic Partnership: The Private Sector 
and Government in Agriculture 


Farming in Canada is generally a family business. While some 
shifting towards other forms of business operation has occurred 
over the past decade, family operations are expected to maintain a 
dominant position for the foreseeable future. 


The private sector is, and will remain, the driving force behind 
agri-food industry development. The agri-food sector owes its 
success to hard work and investment, not only on the part of 
farmers, but also on the part of a great many other entrepreneurs. 
These efforts range from the manufacture and sale of primary 
materials, through transportation to the processing and marketing 
of food products. The development and transfer of technological 
know-how are important at every stage of the food production 
system. 


The federal and provincial governments share jurisdiction for 
agriculture. The long-standing partnership between farmers and 
Canadian governments has been important to the development of 
the sector. Government support continues to be vital, particularly 
during the current period of economic upheaval. 


Ongoing Support for Agriculture: 
The Sustained Commitment 


The Government of Canada has recognized the unique circum- 
stances of agricultural producers. Farmers face severe climatic 
conditions, significant price fluctuations in international and 
domestic markets, stiff international competition, and world 
markets suffused with trade barriers and subsidies. 


Federal programs are in place to deal with the range of issues 
confronting the agriculture sector. They encompass measures 
designed to provide immediate assistance to primary producers, to 
cushion the impact of production and sales fluctuations, and to 


strengthen the long-term competitive capacity of the sector. The 
key programs are described below. Improvements in these programs 
over the past two years demonstrate their flexibility in responding 
to the changing needs of agriculture. 


Equally important to the agricultural sector is an economic 
climate conducive to its growth. In this regard the fiscal and 
monetary policies of the Government of Canada have lowered the 
prime rate to levels not seen since the 1970s. This lowers debt 
carrying charges, a major input cost to farmers. 


Safety Net Programs 


The federal government has in place a number of programs 
designed to prevent major losses of income resulting from signifi- 
cant market or production problems. Chart 2 shows the overall 
impact of government programs on net farm income. 


CHART 2 


NET FARM INCOME FROM MARKET SOURCES AND WITH 
DIRECT GOVERNMENT PAYMENTS INCLUDED, 1980 TO 1986 
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Direct Government Payments = WGSA, Crop Insurance, Dairy Supplementary 
Payments, Other Supplementary Fsyments, Provincial Income Stabilization, 
Deficiency Payments, Input Rebates. 

f = Forecast. 


The major federal programs providing assistance to farmers who 
have suffered income losses are described below. Besides these 
programs, the government provides special assistance to the sector 
when circumstances warrant, such as the recently announced 
$1 billion for a farm assistance package to help counteract the 
effects of the trade war between the United States and the 
European Economic Community in grains and oilseeds. 


Other recent measures include the Quebec Forage Loss Program, 
about $200 million in drought assistance for the Prairies, potato 
diversion programs for New Brunswick and Prince Edward Island, 
and the Farm Credit Corporation’s moratorium on foreclosures. 


Agricultural Stabilization Act 

The Agricultural Stabilization Act (ASA) protects livestock 
producers, fruit and vegetable growers, and grain producers outside 
the Wheat Board area from short-term price fluctuations. Defic- 
lency payments are made when prices are low or costs are high by 
historical standards. In red meats, tripartite stabilization schemes 
provide an arrangement for equal participation and responsibility of 
the federal and provincial governments and producers. Expenditures 
under the ASA vary significantly from year to year, reflecting the 
needs of the sector. They are estimated to be $56 million for 
1986-87, as well as an additional $25 million for the federal 
government share of the premiums under tripartite stabilization. 


Western Grain Stabilization Act 


Under the Western.Grain Stabilization Act (WGSA), grain 
producers in areas designated by the Canadian Wheat Board 
receive stabilization payments to offset drops in cash flow resulting 
from price fluctuations, reduced sales, and production cost 
increases. Producers and the federal government contribute to a 
fund that provides payments to participants when the net cash flow 
from prairie grain production is less than the average of the 
previous five years. The federal contribution to the fund is 
estimated at $97 million for 1986-87. WGSA payouts to partici- 
pants for 1985-86, however, will be about $900 million, with an 
expected payout of over $1 billion for 1986-87. The government 
guarantees the solvency of the program if, as will happen by the end 
of 1986, the fund is exhausted. 


Crop Insurance 


Crop insurance maintains cash flow to farmers when crop yields 
are reduced by weather or disease. Tailored to the production 
pattern of the individual farm or locality, these programs reduce the 
need for ad hoc emergency assistance and give greater income 
certainty to producers. Costs are shared by the federal and 
provincial governments and by producers. Federal contributions to 
the program are estimated at $206 million for 1986-87. Payouts to 
participants in 1985 were $743 million, however, with an additional 
$360 million projected for 1986. 


Dairy Support 


Milk and milk products are produced in Canada under supply 
management systems operating at the national and provincial levels. 
The Canadian Dairy Commission administers federal support 
programs for industrial milk and milk products; there is an offer-to- 
purchase program for butter and skim milk powder and a consumer 
subsidy program. Dairy support will cost the federal government 
about $290 million in 1986-87. 


Farm Fuel Tax Relief 


To reduce the cost burden of one significant farm input, all 
federal sales and excise taxes on diesel and gasoline fuel for farm 
use have been removed through a rebate program. The value of this 
measure to the agricultural sector is estimated at about $165 mil- 
lion for 1986-87. 


Farm Debt Review Boards 


Farmers facing insolvency are now able to get help through 
review boards composed of their peers. The boards assess a farmer’s 
financial troubles, explore alternative arrangements with creditors, 
and avert foreclosures whenever possible. Once a settlement is 
negotiated, it becomes legally binding on all parties. 


Financing Assistance 


Farming is a capital-intensive business. Chart 3 displays the 
changes in the level of assets and debts of farmers over the past 
decade. 


CHART 3 


VALUE OF FARM ASSETS AND TOTAL FARM DEBT 
1974 TO 1986 


FARM ASSET VALUE TOTAL FARM DEBT 
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As Chart 3 shows, debts of farmers have increased steadily since 
1980, while asset values declined. This makes the federal govern- 
ment’s financing assistance especially important to the future 
development of the sector. The main programs are highlighted 
below. 


Farm Credit Corporation 


The Farm Credit Corporation (FCC) provides long-term credit 
to producers, including young, beginning or financially distressed 
farmers considered by private sector lenders to be high risks. The 
FCC helps such farmers establish and maintain viable enterprises 
by lending long-term fixed-rate mortgage funds not generally 
available from the private sector. The FCC also provides advisory 
services in the form of pre-loan counselling and farm management 
assistance. In addition, the FCC offers a shared-risk mortgage for 
which the interest rate is adjusted annually, with changes in the 
rate shared equally between the borrower and the FCC. 


The FCC is a major player in the financing of Canadian 
agriculture. The Corporation’s outstanding loans totalled about 
$5 billion in 1986. 


Commodity-based Loan Program 


The $700 million commodity-based loan program, introduced by 
the Farm Credit Corporation in June 1986, makes available loan 
capital to low-equity farmers at interest rates as low as 6 per cent. 
Loan payments are indexed, either fully or partially, to the price of 
the particular commodity produced by a participating farmer, thus 
ensuring that a farmer’s debt carrying costs reflect the ability to 


pay. 


Farm Improvement Loans 


Under this program, the federal government guarantees term 
loans made to farmers by designated commercial lending institu- 
tions. These loan guarantees assist in making credit available to 
farmers to improve the efficiency of their operations and to improve 
living conditions on farms. Over the 1980-85 period, on average 
15,000 loans were provided each year under this program. At an 
average of $13,000 per loan, the total amount guaranteed by the 
federal government each year averaged almost $200 million. 


The Small Business Bond Program 


The Small Business Bond (SBB) program provides qualifying 
small businesses that are facing financial distress with intermediate 
term refinancing (1 to 5 years) at rates that can range between one- 
half of the prime rate plus 1 to 3 per cent. Since the program’s 
inception in 1981, more than $821 million has been loaned under 
the SBB, with $405 million going to the farm sector. 


Other Assistance Measures 
The federal government has a number of other measures to assist 
the agricultural sector. Some of these are described below. 


Income Tax Measures 


The capital gains tax has been effectively eliminated for most 
farms. Farmers also benefit from the option of using cash 


accounting for taxation purposes. These and a number of additional 
tax measures are worth a great deal to farmers, not just in terms of 
reduced taxes but also in terms of flexibility in building and 
operating a farm business. 


Canadian Rural Transition Program 


Although the government strives to keep potentially viable 
farmers in business, it is inevitable that some farm families leave 
farming because of financial difficulties. Through this program, 
these families—like most Canadians who are employed—can now 
receive help with the adjustment to another source of livelihood. 


Developmental Programs 


Farmers have an enviable record in improving their productivity 
and meeting the competition. Chart 4 illustrates how over the past 
generation farmers have increased agricultural yields. 


CHART 4 
CANADIAN PRODUCTIVITY INCREASES FOR SELECTED COMMODITIES 
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Government programs have played a role in improving produc- 
tivity and developing the sector. Some of the more important 
programs are described briefly below. 


Scientific Research and Development 


From hands-on support of the local farmer to advanced research 
in biotechnology and genetic engineering, the broad range of 
federally funded scientific research and development helps farmers 
and processors to produce food of high quality at reasonable prices. 
The government’s long-term investment in research and develop- 
ment complements the efforts of producers, processors, and 
distributors to explore ways of maintaining an economically viable 
and export-oriented agricultural sector. 


Special attention is being given to a number of research areas, 
including: soil and water use and conservation; the development of 
alternative pesticides and improved farm practices that reduce 
pesticide use and pollution in general; biotechnology to complement 
methods of improving crops, livestock, and food; crop and animal 
production systems; and critical aspects of the processing, distribu- 
tion, and retailing system. 


Agriculture Canada’s expenditures on research are substantial, 
with funding projected at almost $240 million for 1986-87. In 
addition, the agriculture and food sector benefits from the programs 
of the National Research Council. 


Regional Development 


Agricultural sub-agreements under the 5-year federal-provincial 
Economic and Regional Development Agreements are an important 
component of the government’s regional development and assistance 
programs. 


Agricultural sub-agreements operate in most provinces, reflecting 
the federal-provincial priority given to agriculture. They generally 
focus on land management, technology development and transfer, 
and market development. Federal and provincial expenditures 
under current agricultural sub-agreements total almost $200 mil- 
lion and $150 million respectively. 
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In the Prairie provinces, the Prairie Farm Rehabilitation 
Administration (PFRA) is another major regional development 
initiative. PFRA develops and delivers programs related to soil 
conservation and water development. It has been instrumental in 
helping to bring dependable water supplies to farmers and small 
rural communities across Western Canada; it has also administered 
the federal government’s drought assistance programs. Depending 
upon annual needs, PFRA’s budget has ranged between $65 million 
and $200 million. 


Inspection and Regulation Programs 


The federal program of inspection and regulation of Canadian 
agricultural products ensures wholesomeness. In addition to the 
obvious health benefits to Canadian consumers, this form of federal 
assistance provides producers with enhanced opportunities to sell 
their products in domestic and foreign markets. The financial 
commitment to quality and safety is considerable, with expenditures 
in this area estimated at about $235 million in 1986-87. 


Transportation Assistance 


The Western Grain Transportation Act provides expanded and 
improved rail transportation for the shipment of grain and other 
agricultural commodities to foreign and domestic markets. Feed 
freight assistance aids British Columbia and eastern Canadian 
livestock production by subsidizing the cost of transporting western 
and Ontario feed grains to British Columbia and eastern livestock 
producers and, recently, by providing equivalent production 
subsidies on locally produced grain. 


Direct federal expenditures on transportation assistance for 
agricultural products are projected at close to $1 billion in 1986-87. 


Advance Payments Programs 


The Advance Payments for Crops program provides eligible 
producer groups with guaranteed interest-free loans to make 
advance payments to their members. It assists cash flow by allowing 
farmers to store their crop until favourable sales opportunities 
appear later in the crop year. The program is available for all 
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storable crops, with the exception of wheat, oats, and barley 
produced in the Canadian Wheat Board designated areas. In 
1985-86 approximately $245 million was advanced to farmers at a 
cost to the government of about $12 million. 


The Prairie Grain Advance Payments program provides an 
interest-free cash advance to eligible producers of wheat, oats, and 
barley within the Canadian Wheat Board designated areas. It 
assists cash flow during the period when producers hold their 
inventory on the farm until delivery quotas are open. In 1985-86, 
$340 million was advanced to farmers at a cost of $11 million. 


Conclusion 


In 1986, direct federal payments to farmers are expected to total 
almost $1.4 billion, excluding the recently announced $1 billion 
assistance package for grains and oilseeds producers. When 
programs administered cooperatively with the provinces are 
included, the expected figure is $1.9 billion. 


Besides the safety net programs established by the Government 
of Canada to help keep viable producers farming, there are other 
federal programs designed to strengthen the agriculture and food 
industry. For example, federal expenditures of about $1 billion on 
transportation assistance for agricultural products are of particular 
importance to the sector. Competitiveness is enhanced through 
research and development, through market development programs, 
through inspection and regulation of food products, and through 
access to the capital provided by financing assistance programs. 


The federal government has demonstrated a sustained commit- 
ment, through action and purpose, to the continuing viability and 
vitality of Canadian agriculture. Assistance to the sector has been 
strong and responsive in times of difficulty. It will continue to be 
strong and responsive in the future. 
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